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Roger J. Kolehmainen CPA PC
1445 East Cloverland Drive
Ironwood, MI 49938
(906) 932-3600

INDEPENDENT AUDITOR'S REPORT

Chairman and Members of the
Board of Commissioners

Gogebic Range Solid Waste
Management Authority

Ironwood, Michigan

We have audited the accompanying basic financial statements of Gogebic Range Solid Waste
Management Authority (the Authority), as of and for the year ended June 30, 2006, as listed in the
table of contents. These financial statements are the responsibility of the Authorty’s. Our
responsibility is to express an opinion on these statements based on our audit.

We conducted the audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free fiom material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that the audit provides a reasonable basis in our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Gogebic Range Solid Waste Management Authority as of June 30, 2006, and the
results of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December
16, 2006, on our consideration of Gogebic Range Solid Waste Management Authority’s internal
control over financial reporting and our tests with compliance with certain provisions of law,
regulations, contracts and grants. The purpose of that report is to describe the scope of my testing of
internal control over financial reporting and compliance and the results of that testing of internal
control and compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in accordance with this report
in considering the results of our audit.



The management’s discussion and analysis and detail of operating expenses on pages 5 through 8 and
page 22, is not a required part of the basic financial statements but is supplemental information
required by the Govemmental Accounting and Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplemental information. However, we did not audit
the information and express no opinion on it,

Our audit was made for the purpose of forming an opinion on the financial statements of the Gogebic
Range Solid W aste M anagement A uthority, Ironwood, M ichigan, taken as a whole. The financial
statements listed in the table of contents under supplemental information are presented for the purpose
of additional analysis and are not a required part of the financial statements of the Authority. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole.

A<V
Ironwood, MI Roger J. Kolehmainen PC

December 16, 2006 Certified Public Accountant



MANAGEMENT’S DISCUSSION AND ANALYSIS
GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

Year ended June 30, 2006

Management’s Discussion and Analysis

This section of the Gogebic Range Solid Waste Management Authority’s annual financial report
presents our discussion and analysis of the Authority’s financial performance during the year ended
June 30, 2006. Itis to be read in conjunction with the Authority’s financial statements, which
immediately follow. This is a requirement of the Governmental Accounting Standards Board
Statement No. 34 (GASB 34) Basic Financial Statements — and Management Discussion and
Analysis — for State and Local Governments, as amended and interpreted, is intended to provide the
financial results for the fiscal year ending June 30, 2006.

Financial Statements

The statement of net assets shows the Authority’s assets and liabilities. This statement measures the
financial strength of the Authority; the greater the net asset figure, the healthier the Authority
generally is. This shows if the Authority will be able to fund their current obligations and shows
what they have available for future use.

The statement of activities shows the current and prior years change in net assets on revenue less
expenditure basis. It generally shows the operating results for a given year of the Authority. Any
excess of revenues over expenditures results in a surplus for the year that in turn increases the net
assets (or reduces a deficit) available to fund future needs of the Authority. Any deficiency of
revenues over expenditures results in a deficit for the year that in turn reduces the net assets (or
increases a deficit) of the Authority.

Proprietary Funds

Proprietary Funds provide services for which the Authority charges customers a fee, like a business-
type of activity. Enterprise funds are used to account for operations very similar to business
enterprises, where the intent of the governing body is that the cost of providing goods or services to
the general public on a continuing basis be financed or recovered primarily through user charges.

Notes to Financial Statements
Notes to the financial statements are included in the financial statements, and provide additional

information that is essential for a full understanding of the data provide in the basic financial
statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

Financial Statements-Condensed Financial Information

Statement of Net Assets

The following is a condensed statement of net assets for the years ended June 30, 2006 and 2005,

2006 2005
ASSETS
Current Assets:

Cash and other assets $152,622 $115,065
Other current assets 79,574 63,301
Total Current Assets 232,196 178,366
Fixed Assets 826,495 869,291
Other Assets 16,372 49,633
TOTAL ASSETS $1,075,063 $1,097.290

LIABILITIES AND EQUITY

Current Liabilities:

Accounts payable $87,850 $50,747

Other current liabilities 34,317 31,820
Total Current Liabilities 122,167 82,567

Other Liabilities 306,900 323,900
TOTAL LIABILITIES 429,067 406,467
NET ASSETS
Investment in capital assets net of related debt 502,595 529,391
Unrestricted 143 401 161,432
Total Net Assets 645,996 690,823
TOTAL LIABILITIES AND NET ASSETS $1,075,063 $1,097,290

For business-type activities, net assets decreased by $44,827 during the year.

&



MANAGEMENT’S DISCUSSION AND ANALYSIS
GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

Results of Operations

The results of operations of the Authority are reported in the statement of revenues, expenses, and
changes in net assets. A summary of the results of operations are as follows for the years ended June
30, 2006 and 2005.

2006 2005
Operating Revenues:

Service $639,832 $621,137
Other revenues 15,719 18,102
Total Operating Revenues 655,551 639,239
Operating Expenses 693,438 658,444
Operating Income (Loss) (37,887) (19,205)

Non Operating Revenues (Expenses):

Interest income 2,302 873
Asset sales proceeds 5,221

Amortization (641) (641)
Interest expense {13,822) (15,064)
Change in Net Assets (44,827} (34,037)
Beginning Net Assets 690,823 724,860
Ending Net Assets $645,996 $690,823

Proprietary Fund

Unrestricted net assets as of June 30, 2006 are $143,401.

Fund Budget Items

The Authority prepares an annual budget and makes revisions as needed.

Capital Assets

At June 30, 2006, the Authority had $826,495 invested in capital assets, net of accumulated
depreciation. Assets were capitalized at historical cost. The Authority disposed of two pieces of

equipment during the year ended June 30, 2006.
2



MANAGEMENT’S DISCUSSION AND ANALYSIS
GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

Debt

The Authority has $323,900 of long-term liabilities at June 30, 2006. This amount consists of
revenue bonds payable to USDA Rural Development. Details on the bonds can be found in the notes
to the financial statements.

Other Economic Factors and Next Years Budget
Economic Factors

Currently, the disposal rates have remained relatively stable over the past several years. The
Authority has been increasing rates consistent with their contractual agreement with a major vendor.
The Authority continues to provide essential services at a reasonable cost in supporting a healthy and
clean living environment

Request for Information

This financial report is designed to provide a general overview of the Authority’s finances for all
those with an interest. Questions concerning any of the information provided in this report or
requests for additional information should be addressed to:

Authority Administrator

Gogebic Range Solid Waste Management Authority
ES917 U.S.2

Ironwood, MI 49938



GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

STATEMENT OF NET ASSETS
June 30, 2006
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $152,622
Accounts receivable-net 68,011
Prepaid expenses 11,563
Total Current Assets 232,196
NONCURRENT ASSETS:
RESTRICTED ASSETS:
Cash and cash equivalents 4,224
Total Restricted Assets
PROPERTY, PLANT AND EQUIPMENT:
Land and land improvements 93,102
Buildings and structures 970,516
Machinery and equipment 317,140
Allowance for depreciation (554,263)
Total Property, Plant and Equipment 826,495
OTHER ASSETS:
Accrued interest receivable 603
Bond issue costs, net 11,545
Total Other Assets 12,148
Total Non-Current assets 842,867
TOTAL ASSETS $1,075,063
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $87.850
Accrued wages, benefits and taxes 11,581
Accrued interest payable 5,736
Current maturity on long-term debt 17,000
Total Current Liabilities 122,167
LONG-TERM DEBT:
Bonds payable 323,900
Less current maturity on long-term debt (17,000)
Total Long-Term Debt 306,900
NET ASSETS:
Investment in capital assets, net of related debt 502,595
Restricted
Unreserved 143,401
TOTAL NET ASSETS 645,996
TOTAL LIABILITIES AND NET ASSETS $1,075,063

The accompanying notes are an integral part of the financial statements.
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GOGEBIC RANGE SOLID WASTE MANAGMENT AUTHORITY
STATEMENT OF REVENUE, EXPENSES,
AND CHANGES IN NET ASSETS
Year ended June 30,2006

Business type Activities - Enterprise Funds

Total
Operating revenues:
Tipping fees $639,832
Other revenues 15,719
Total Operating Revenues $655,551
Operating expenses:
Wages and related benefits $198,110
Operating supplies and expenses 69,566
Contracted disposal services 382,966
Provision for depreciation 42,796

Total Operating Expenses $693,438

Operating Income (loss) (837,887)

Non-operating revenues (expenses)

Interest income 2,302
Sale of assets 5221
Bond interest expense (13,822)
Amortization of bond costs (641)
Total Non-Operating Revenues ($6,940)
Net Income (loss) (44,827)
Net Assets at Beginning of Year 690,823
NET ASSETS at End of Year $645,996

The accompanying notes are an integral part of the financial statements.
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

STATEMENT OF CASH FLOWS
Year ended June 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Received from customers
Payments to suppliers
Payments to employees
Net Cash Provided (Used) by Operating Activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Asset sales proceed
Principal paid on bonds payable
Interest paid on bonds payable
Net Cash Provided (Used) for Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest income
Net Cash Provided (Used) by Investing Activities

Net Increases (Decreases) in Cash and Cash Equivalents

Balances — Beginning of Year
Balances — Ending of Year

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH

PROVIDED BY OPERATING ACTIVITIES:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
Provided (used) by operating activities:
Depreciation
Change in assets and liabilities:
Accounts receivable
Prepaid expenses
Accrued interest receivable
Accounts payable
Accrued payroll/taxes
Accrued interest payable
Net Cash Provided by Operating Activities
Noncash investing, capital and financing activities:
Construction financed by accounts payable: None
Capitalized interest accrued on plant construction: None
The accompanying notes are an integral part of the financial statements.
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$639,182
(475,671)
(136,330)

27,181

5,221
(16,000)
(13,822)

(24,601)

2,302

2,302

4,882

151,964

$156,846

($37,887)

42,796

(16,369)
96
(55)
37,103
1,780
(283)

$27,181




GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

June 30, 2006
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Gogebic Range Solid Waste Management Authority (the Authority) provides solid waste
transfer services to its members, other municipalities and the general public. The Authority was
incorporated August 6, 1987, and began operating December 11, 1989. The Authority is governed
by a Board of Trustees, an independent board comprised of members from the various membership
communities to oversee the collection and transfer operations.

General Statement

The Authority complies with generally accepted accounting principles (GAAP). GAAP includes
all relevant Governmental Accounting Standards Board (GASB) pronouncements. In the fund
financial statements for the proprietary funds, Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30,
1989, have been applied unless those pronouncements conflict with or contradict GASB
pronouncements, in which case, GASB prevails. For enterprise funds, GASB Statement Nos. 34
provides the Authority the option of electing to apply FASB pronouncements issued after November
30, 1989. The Authority has elected not to apply those pronouncements. The accounting and
reporting framework and the more significant accounting policies are discussed in subsequent
subsections of this Note.

Reporting Entity

In accordance with generally accepted accounting principles and Governmental Accounting
Standards Board (GASB) Statement No. 14 “The Financial Reporting Entity”, these financial
statements present the Local Unit (primary government). The critenia established by the GASB for
determining the reporting entity includes oversight responsibility, fiscal dependency, and whether the
financial statements would be misleading if data were not included. Based on these criteria, the
Authority has no component units.

Basis of Presentation
The Statement of Net Assets and Statement of Activities display information about the

reporting as a whole. Business-type activities are financed in whole or in part by fees charged to
external parties for goods and services.

12



GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

PROPRIETARY FUND

Enterprise Fund- Enterprise Fund report operations that provide services, which are financed
primarily by user charges, or activities where periodic measurement of net income is appropriate for
capital maintenance, public policy, management control or other purposes. The funds are used to
account for operations in a manner similar to private business enterprises. The intent of the
Authority is to recover operating expenses, including depreciation, through user charges.

Measurement focus

On the Statement of Net Assets and the Statement of Activities, business-like activities are
presented using the economic resources measurement focus as defined below.

The proprietary fund utilizes an “economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net assets
(or cost recovery), financial position, and cash flows. All assets and liabilities (whether current or
non-current) associated with their activities are reported. Proprietary fund equity is classified as net
assets.

Basis of Accounting

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when eamned and expenses are recorded when the liability is
incurred or economic assets used. The account and financial reporting treatment applied to the
Authority is determined by its measurement focus. The transactions of the Authority are accounted
for on a flow of economic resources measurement focus. With the measurement focus, all assets and
all liabilities associated with the operations are segregated into invested in capital assets, net of
related debt; restricted; and unrestricted components,

ASSETS, LIABILITIES, AND EQUITY
Cash and Investments

For the purpose of the Statement of Net Assets, “cash, including time deposits” includes all
demand, savings accounts, and certificates of deposits of the Authority. For the purpose of the
proprietary fund Statement of Cash Flows, “cash and cash equivalents” include all demand and
savings accounts, and certificates of deposit or short-term investments with an original maturity of
three months or less.
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

Receivables

Proprietary fund material receivables consist of all revenues earned at year-end and not yet
received. All receivables that are not considered fully collectible by management are written off
using the direct write-off method and, accordingly, there is no allowance for doubtful accounts.
There was $1,882 in write-offs during the fiscal year.

Accrued Interest Receivables
Interest on certificates of deposits is recognized as revenue in the year monies are accrued.

Inventories .
Inventories of Proprietary Fund are considered immaterial and were not taken at year end.

Property, Plant and Equipment

Capital assets are generally defined by the Authority as assets with an initial, individual cost
of more than $100 and subsequently, amended to $300, and a useful life of three years or more.
Maintenance and repair costs are charged to expense as incurred.

Depreciation of exhaustible fixed assets used by proprietary funds is charged as an expense
against operations, and accumulated depreciation is reported on the proprietary funds' statement of
net assets. Depreciation has been provided over the useful lives using the straight-line method of
depreciation. The range of estimated useful lives by type of asset is as follows:

Land improvements 20-40 Years
Buildings and improvements 20-40 Years
Office and operating equipment 5-15 Years

Deferred Bond Costs

Deferred bond costs consist of legal fees and publishing fees incurred in connection with the
issuing of bonds. These bond costs are being amortized over the period of the bonds being retired by
charges to operations. The current year amortization expense is $641.

Interest Expense
Interest on bonded indebted are recorded as an expenditure as accrued.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures/expenses during the reporting
period. Actual results could differ from those estimates.

14



GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

Budget
The Authority follows these procedures in establishing budgetary data:

a) Authority administrator prepares and submits to the Authority Board a proposed operating budget
prior to commencement of the fiscal year. The operating budget includes proposed expenditures
and means of financing them and is stated on a basis consistent with accounting principles
generally accepted in the United States of America.

b) The Authority Board formally adopts the finalized operating budget prior to the commencement
of the fiscal year.

¢) No budget changes or amendments were approved in the fiscal year.

Equity Classifications
Equity is classified as net assets and displayed in three components:

a) Investment in capital assets, net of related debt- Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of any
bond’s or other borrowings that are attributable to the acquisition, construction, or improvement
of those assets.

b) Restricted net assets- Consist of net assets with constraints placed on the use either by (1) extemal
groups such as creditors, grantors, or laws or regulations of other governments; or (2) law through
constitutional provisions or enabling legislation.

¢) Unrestricted net assets- All other net assets that do not meet the definition o f “restricted” or
“invested in capital assets, net of related debt.”

NOTE B - CASH

Statutes authorize the Authority to deposit cash in financial institutions covered by federal
depository insurance and to invest in obligations of the United States Treasury, agencies and
instrumentalities; commercial paper rated at the time of purchase within the three highest
classifications established by not less than two standard rating services: United States
govermument or agency obligation repurchases agreements; bankers' acceptances of United States
banks; certain mutual funds and certain commeon stocks. All accounts are in the name of the
Authority and the Authority holds certificates of deposits with the exception of one restricted
certificate of deposit ($4,224). All cash and certificates of deposits are deposited in financial
institutions insured by federal depository insurance and are recorded at cost plus interest accrued
which approximates market value.

15
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

The Authority’s cash and cash equivalents consist of the following as of June 30, 2006.

Cash and cash equivalents $151,139
Petty cash/cash on hand 1,483
Restricted Assets:

Performance bonds 4,224

Total $156,846

NOTE C - CAPITAL ASSETS

A summary of proprietary fund type property, plant and equipment at June 30, 2006 follows:

Business-Type Activities Balance at Balance at
June 30, June 30,
Capital Assets not Depreciated 2005 Additions  Deletions 2006
Land $10,286 § $ $10,286
Capital Assets being Depreciated
Land improvements $82,816 $82,816
Buildings and improvements 970,516 970,516
Office and operating equipment 338,535 (21,395) 317,140
Subtotals $1,391,867 § (821,395) $1,370,472
Less Accumulated Depreciation for
Equipment and Utility plant (532,862) (42,796) 21,395 (554,263)
Net Capital Assets Being Depreciated  $859,005 $816,209
Governmental Activities Capital $869,291 ($42,796) $ $£826,495
Total Capital Assets-Net of
Depreciation

Depreciation is computed using the straight-line method.
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE D - ACCOUNTS PAYABLE

The Proprietary Fund account payable balances were for normal expenditures at year-end
which included two months of disposal fees payable to a major vendor in the amount of $85,461.

NOTE E - CHANGES IN LONG-TERM DEBT

Balance Balance
June 30,2005 Additions Deletions June 30, 2006
Revenue Bonds Payable $339900 $ $16,000 $323,900

NOTE F - BONDS PAYABLE

The Authority has issued $476,000 Solid Waste Disposal System No. 1 Bonds (Limited Tax General
Obligation) pursuant to Act 233, Public Acts of Michigan, 1955, as amended. The Authority has
entered into a contract with each of the constituent municipalities whereby the municipalities have
each pledged its limited tax full faith and credit for the payment of the municipality’s share of the
obligation.

The municipalities will be required to levy ad valorem taxes within applicable constitutional and
statutory tax limitations on all taxable property within their boundaries to the extent necessary to
make the payments required to pay principal and interest on the bonds if other funds for that purpose
are not available

The General Obligation Limited Tax Bonds, Series 2003 are payable in principal installments serially
on August 1 of each year and the annual interest rate of 4.5% on February 1 and August 1, of each
year, as follows:

Year ending Interest
June 30 August 1, February 1, Principal Total
2007 $10,012 $10,012 $17,000 $37,024
2008 9,630 9,630 17,000 36,260
2009 9,248 9,248 18,000 36,496
2010 8,842 8,842 19,000 36,494
2011 8,415 8,415 20,000 36,830
2012 7,965 7,965 21,000 36,830
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

June 30, 2006
Year ending Interest
June 30, August 1, February 1, Principal Total
2013 7,492 7,492 22,000 36,984
2014 6,998 6,998 22,000 35,996
2015 6,502 6,502 23,000 36,004
2016 5,985 5,985 25,000 36,970
2017 5,423 5,423 26,000 36,846
2018 4,837 4,837 27,000 36,674
2019 4,230 4,230 28,000 36,460
2020 3,600 3,600 29,000 36,200
2021 2,948 2,948 31,000 36,896
2022 2,250 2,250 32,000 36,500
2023 1,530 1,530 33,000 36,060
2024 788 788 35,000 35,575
$106,695 $106,695 $445.000 $658,390

As of June 30, 2006, $354,900 of bond proceeds was drawdown by the Authority and $31,000
principal payments have been made. It is uncertain as to whether the Authority will continue to make
any further draw downs. The Authority had made principal payment of $16,000 and interest
payments of $13,822 for the year ended June 30, 2006. The Authority is experiencing a cost savings
in interest expense since not all bond proceeds have not been drawdown as of June 30, 2006.

NOTE G - MAJOR CUSTOMERS

Fees charged a local solid waste disposal contractor amounted to approximately 21% of the
total disposal fees for the year ended June 30, 2006.

NOTE H - PENSION PLAN

On August 15, 1990, the Authority adopted a simplified Employee Pension Plan (SEP)
covering employees who have performed services for the Authority in at least two of the immediately
proceeding five years. The Plan, administered by First National Bank of Wakefield, provides for
discretionary annual contributions limited by the maximum amount permitted under the Internal
Revenue Code.

The Authority's defined annual contribution (3% and 6% of gross salaries for operators and
the administrator, respectively) to the employee's SEP bank account amounted to $3,711 for the
calendar year ended December 31, 2005. Employees do not make contributions to the Plan. All
participants are fully vested immediately. Contributions to the Plan become the sole property of the
participants.

18



GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTEI- ACCRUED LEAVE BENEFITS

According to personal service contracts and union agreements, full time employees shall
accumulate one sick leave day per month not to exceed twelve days per year with a maximum
accumulation of one hundred days. Upon severance of employment with the Authority or upon death
of an employee, accumulated sick leave will be paid as follows (not to exceed $5,000):

Years of Service Percentage of Sick I eave Payable
5-15 Years 33 1/3%
15-20 Years 50%
20-25 Years 75%
Over 25 Years 100%

In the event of the death of an employee, his beneficiary will be paid the p revailing r ate
according to the above schedule (not to exceed $5,000). Three employees have eamned accrued sick
leave benefits of $4,908 which are recognized as accrued leave benefits in the financial statements.

NOTE J - ANNUAL/PERSONAL LEAVE

Employees earned vacation and personal leave time based upon number of years of service
and may carry forward from one fiscal year to another, within certain restrictions. As of June 30,
2006, employees had earned $1,171 in accrued annual/personal leave and are being recognized in the
financial statements as a liability.

NOTEK - COMMITMENT/MAJOR VENDOR

The Authority entered into a five year agreement with Superior Waste Services, a Michigan
Corporation, which provides for the Authority to receive and transferred waste to the Ontonagon
landfill. The rates are subject to annual increases based upon inflationary factors/indexes. The
Authority is in the fourth year of the contract. The Authority had incurred $382,966 in disposal costs
for the year ended June 30, 2006.

NOTE L - RISK MANAGEMENT

The Authority is exposed to various risks of losses related to torts; thefts or, damage to and
destruction of assets; errors and omissions; njuries to employees; and natural disasters. The
Authority has obtained coverage from commercial insurance companies. The Authority has
comprehensive general liability coverage of $2,000,000 per occurrence and a $4,000,000 aggregate
limit, with no deductible amount.
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

- All risk management expenditures and claims are recognized when it is probable that a loss
has occurred and the amount of the loss can be reasonable estimated. In determining claims, events
that might create claims, but for which none have been reported, are considered.

Management estimates that the amount of actual or potential claims against the Authority as

of June 30, 2006, will not materially affect the financial condition of the Authority. Therefore, the
financial statements contain no provision for estimated claims. Settled claims resulting from these

risks have exceeded commercial insurance coverage by $3,500 over the past five years.
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GOGEBIC RANGE SOLID WASTE MANAGEMENT AUTHORITY

DETAIL OF OPERATING EXPENSES

For the year ended June 30, 2006

Salaries and related benefits:
Salaries $128,465
Payroll taxes 9,645
Hospitalization/life insurance 52,402
Pension 3,711
Worker’s compensation insurance 3,887

Operating supplies and expenses:

Professional fees $3,413

Office supplies 3,552

Telephone 1,452

Disposal tire service 2,650

Travel and training 1,209

Printing and subscriptions 323

Insurance 10,527

Septic and industrial waste disposal 2,589

Utilities 15,861

Repairs and maintenance 22,343

Refrigerators disposal 2,160

Scrap metal disposal 800

Bad debts 1,882

Miscellaneous 805 69,566
Contracted disposal services 382,966
Provision for depreciation 42,796

$693,438

The accompanying notes are an integral part of the financial statements.
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Roger J. Kolehmainen, PC
Certified Public Accountant
1445 East Cloverland Drive

Ironwood, MI 49938

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Chairman and Members of the Board of Commissioners
Gogebic Range Solid Waste Management Authority
Ironwood, Michigan

We have audited the financial statements of Gogebic Range Solid Waste Management Authority as
of June 30, 2006, and have issued our report thereon dated December 16, 2006. We conducted the audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Gogebic Range Solid Waste Management
Authority’s financial statements are free of material misstatement, we preformed tests of its compliance
with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing the audit of the financial statements of Gogebic Range Solid Waste
Management Authority for the year ended June 30, 2006, we considered the intemal control structure in
order to determine auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal control structure. Our consideration of the
internal control structure would not necessarily disclosed all matters in the internal control structure that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a reportable condition in which the design or operation of one or
more of the internal control structure elements does not reduce to a relatively low level the risk that
misstatements caused by errors or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions,
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Our consideration of internal control would not necessarily disclose all matters in the intemal control
that might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses as defined above. However, we noted
that a lack of segregation of duties is presented, involving the internal control over financial reporting and
its operation that we consider to be material weaknesses. Management has been advised on prior audits
and accepted the present staffing pattern as being cost effective to their size of operations.

This report is intended solely for the use of management and should not be used for any other purpose.
This restriction is not intended to limit the distribution of this report, which upon acceptance by the
Members of the Board, is a matter of public record.

laYe a G

Ironwood, Michigan Certified Public Accountant
December 16, 2006
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